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SANTIAGO, March 31— Chi- 
le’s President Salvador Al- 1 
lende is now convinced that 
the U.S. governement con- 
spired, along with ITT, to pre- 
vent his election in 1970, ad- 
visers close to the president 
say. 

As a result of testimony at 
recent hearings in Washington 
Allende reached this conclu- 
sion and broke off important 
‘talks between Chile and the 
United States, sources here 
said. No date was set for the 
resumption of the talks, which 
concerned the major outstand- 
ing problems between the two 
countries. The hearings on 
ITT’s activities in Chile were 
held by a special Senate sub- 
committee investigating the 
activities of multinational cor- 
porations. 

Until now, the sources here 
say, Allende had interpreted 
the International Telephone 
and Telegraph documents that 
columnist Jack Anderson re- 
vealed last year as implicating 
only the company, even 
though they referred to meet- 
ings between ITT executives 
and the Central Intelligence 
Agency’s top agent agent in | 
Latin America. 

The documents and last 
week’s hearings indicated that 
ITT worked actively to pre- 
vent the Chilean Congress 
from confirming the election 1 
of Allende, a Marxist, who had | 
failed to win the popular-vote 
absolute majority needed for ' 
outright election. During his 
campaign Allende had pledged 
to nationlize major foreign 
holdings in Chile. 

"U.N. Speech 

In a speech to the U.N. Gen- 
eral Assembly in December 
Allende bitterly denounced 
ITT as plotting against Chile, 
but he avoided implicating the 
U.S. government in any such 
activity. 

One item from the hearings 
that is said to have helped to 
convince Allende of U.S. in 
volvement was a report, not 
confirmed in the hearings, 
that the National Security 
Council had allocated $400,000 
for covert propaganda action 
against Allende during the 
1970 presidential campaign. 

The report, in a Washington- 
datelined dispatch from the 
correspondent of the Commu- 



nist Party newspaper El Siglo, 
was apparently based on a 
question asked by subcommit- 
tee counsel Jerome Levinson 
during the testimony of Ed- 
ward Korry, who was U.S. am- 
bassador to Chile in 1970. 

[Levinson asked Korry if 
the NSC had approved the 
$400,000 fund, but Korry said 
he could not answer any ques- 
- tions concerning "the activi- 
ties of the CIA.”] 

Bilateral Talks 

The U.S.-Chile talks in 



Washington that were broken 
off were mainly concerned 
with debt renegotiation and 
Chile’s refusal to compensate 
American copper companies 
and ITT for nationalized prop- 
erties. 

The talks, which began in a 
good atmosphere in Decem- 
ber, resumed March 22 just as 
CIA and ITT officials were 
testifying. The next day they 
were suspended anew. Mem- 
bers of the Chilean negotiat- 
ing team said that the hear- 
ings were the main cause. 

Chile’s ambassador to the 
United States, Orlando Lete- 
lier, who heads the negotiat- 
ing team, returned to Santigo 
this w.eek to inform Allende 
on the talks and the hearings. 

Letelier is to go back to 
Washington next week with 
Foreign Minister Clodomiro 
Almeyda, who is scheduled to 
address a meeting of the Or- 
ganization of American States. 
Almeyda is expected to spell 
out Chilean efforts to reach 
an agreement with the United 
States on the copper issue, 
and to accuse the Americans 
of failing to respond. 

Such a speech would break 
the understanding that led to 
the talks, since it was agreed 
that their content should not 
be revealed unilaterally. In ef- 
fect, the Chilean negotiators 
divulged their position in con- 
versations yesterday. 

1914 Treaty 

They said that Chile has of- 
fered to submit the question 
of compensation for the cop- 
per companies to an interna- 
tional panel, under provisions 
of a 1914 treaty with the 
United States. 
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The huge copper mines of 
Kennecott and Anaconda were 
nationalized in 1971 under a 
constitutional amendment ap- 
proved unanimously by the 
Chilean Congress. Nationalism 
had reached such a level here 
that even the right-wing party 
supported the move. 

Under the amendment, Al- 
lende was authorized to calcu- 
late the amount of “excess 
profits” the companies had 
taken out of the country and 
deduct this from their com- 
pensation. His calculations of 
excess profits far exceeded 
the book value of the mines, 
and the companies therefore 
received no payment. J 

Chile’s position in its negoti- 
ations with the United States 
was that another constitu- 
tional amendment would be 
required for the copper com- 
panies to receive payment. 



Talks 

«»* 









2 



If Allende were to ask for 
such a payment, the domestic 
political results would be dev- 
astating. But the Chileans ar- 
gued that if an international 
panel were to rule in favor of 
the companies, some payment 
would be politically feasible. 

—ITT Takeover 
In the meantime, the Chi- 
lean government is preparing 
calculations for the nationali- 
zation of ITT’s majority share 
In the $150 million telephone 
company here. 

A constitutional amendment 
to allow such nationalization 
is now going through the 
lengthy legislative process. To 
date it has also been receiving 
unanimous support. 

The U.S. position, appar 
ently, is that Allende should 
begin now to seek authoriza- 
tion, for payment of the cop- 
per companies, since the proc- 
ess is slowi The impasse over 
copper is already more than 
two years old. 

During most of this period. 
Chile has achieved a de facto 
suspension of some $900 mil 
lion in debts to the United 
States. But new credits Chile 
needs in its deepening eco- 
nomic crisis have long since 
been suspended. 

Another U.S. objection to 
use of the 1914 treaty is that 
either side can refuse to ac- 
cept the final arbitration on 
the ground of overwhelming 
national interest. Chile’s posi- 
tion is that the treaty proposal 
is at least an initiative made 
in good faith, and that it is up 
to the United States to accept 
or offer an alternative. 

Good Faith 

With the ITT hearings now 
raising the question of good 
faith on the part of the U.S. 
government, the Chilean team 
indicated that it will make no 
move to renew the talks. 

Allende has established a 
special task force to study the 
Washington testimony for pos- 
sible followup in Chile. He is 
reported to believe that Amer- 



ican efforts to prevent his talk- 
ing power were carried ou 
with the connivance of opposi 
tion politicians here. 

Under consideration is < 
plan to use the ITT issue to 
consolidate support for thd 
president in the opposition? 
dominated Congress. 

“How can it be that the 
North American Senate shows; 
such interest in the case, and 
the Chilean Congress fails to 
react?’? Allende U reported to 
have remarked. 

Allende’s Socialist Party is 
expected to call for punitive 
expulsion of remaining ITT in- 
terests, as it has in the past. 

One of the ironies of the 
ITT case is that the company 
continues to do considerable 
business here. 



Phone Company 

The. operation of Its major 
holding, the phone company, 
was taken over by the govern- 
ment in 1971. Company and 
Chilean government sources 
alike indicated that they were 
near agreement on compensa 
tion when the Anderson docu* 
ments were printed, and th4 
Chileans broke off negottaf 
tions. / ' 

When the documents <*me 
out, Allende said privately, 
“This is the first CIA pM that 
benefited the victim.” indeed, 
the seeming confirmation of 
relentless Marxist ; charges I 
against the imperiaLits was a* 
political windfall fa the presi- 
dent. 

Allende ordera the docu- 
ments printed i f book form, 
and the book hcame a best- 
seller overnigty Th en Allende 
announced at /huge rally that i 
the goverment would 
‘expropriated ITT.” 



Later he clarified his state- 
ment, saying that only the 
phone company was involved. 
Other ITT properties here are 
two hotels, Avis car rentals, a 
small international telex serv- 
ice, and a phone equipment 
plant. 

The equipment plant is val- 
ued at about $5 million, but it 
is important to the govern- 
ment. Through it, Chile con- 
tinues to import electronic 
gear needed to operate and 
slowly expand the phone serv- 
i'e. 

Imports of such materials 
run as high as $20 million an- 
nually. ITT provides them 
from its factory in Spain, and 
the Spanish government ex- 
tended Allende credits to pay 
on time. 

A government administrator 
in the plant said he expected 
that in some manner ties will 
remain open to ITT Interna- 
tional for equipment pur- 
chases, and he noted that no 
substantia] difficulties have 
yet occurred. 



